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[bookmark: _Toc7466469]Executive summary
This report mainly gives a systematic analysis of HMV itself using Porter’s value chain. From three dimensions, it shows where and how the value is created. For the limitations of HMV, some suggestions are given to HMV’s business future.
[bookmark: _Toc7466470]Overview of HMV
[bookmark: _Hlk6697989][bookmark: _Hlk7379945][bookmark: _Hlk7027886]HMV is a music and film retailer primarily operating in the UK. The former company is called Gramophone，which became EMI, founded in 1902 which was a recording corporation (Advantage-marketline-com.ezproxy.uwtsd.ac.uk, 2016). In 1921, it opened the first HMV brand store on the famous Oxford Street, London. Later, the HMV name was utilized for the producing of television, music record and gramophone. Since that time HMV expanded rapidly, which became a famous high street brand. In terms of retail business, it began to expand in the 1960s. especially throughout the 1970s, HMV stores stepped into a period of increasing growth with its stores doubling in size at the beginning stage, becoming the largest retailer in 1976 (BRIAN MCLAUGHLIN: The lasting legacy of the man they call 'Mr HMV'. 2005)  In 2010, the number of HMV reached a peak with 285 in the UK. Financially, its turnover was increasing year-on-year with earnings growing by 48% from 1999 to 2005 (Advantage-marketline-com.ezproxy.uwtsd.ac.uk, 2016). However, since the 2005s, HMV began to face serious financial difficulties involving falling sales and mounting debt. Due to a lack of innovation and various reasons, HMV went into administration in January 2013. Later Hilco UK announced that HMV had acquired, and strategies were carried out to turn it around.
[bookmark: _Toc7466471]Internal analysis
[bookmark: _Toc7466472]Value chain
Value chain refers to that a company performs a series of business activities in a bid to deliver product or service in the target market and customer, which was presented by Michael Porter (1985). This concept describes a company as a system in which there are many systems with inputs, transformation process, outputs for achieving the competitive advantage and generating the big value. HMV is no exception. This report will use this framework to analyze the internal environment of HMV.
[bookmark: _Toc7466473]Suppliers 
[bookmark: _Hlk6954935][bookmark: _Hlk7382735][bookmark: _Hlk7040705]The major suppliers of HMV are record labels and film studios. Prior to the divestment of EMI, HMV has the reliable suppliers which backed the rapid expansion in the UK. EMI as a major British record label was a British transnational group, founded in 1931 (Cliff, 2002). Furthermore, it was the fourth largest business group and record label in the music industry and was one of the big four record companies (Ethan and Aaron O, 2007). In the past, it held many informal performance and exciting music event, which could bring a large number of customers through the door. EMI’s labels are Parlophone, Virgin Records and Capital Records, ensuring that those would provide enough resources for HMV. A wide range of record suppliers can meet all kinds of needs and wants of customers. Before HMV went into administration, the idea of rebuilding good relationship with music and film industry was put forward under then CEO Simon Fox (Guardian, 2019). Then HMV begun to rebuild relationship with retailers including Universal Music, Warner Brothers, Sony Music, Universal Pictures and Disney (Guardian, 2019). For record labels and film studios operating in the music industry, the revival of HMV will be beneficial to themselves. With a growth of digital download and internet piracy leading to the declining sales and the intense competition, those retailers have been willing to support high street retailer. HMV had been the top dog in the music industry, having the long history and the good brand reputation. Through the ongoing consultations that involved many parties, HMV announced that its suppliers would receive a 2.5% share in the business as a part of a change in the nature of their relationship (Guardian, 2019). This new arrangement will have a materially positive impact on profits, which will make HMV pay for its debt. Following the Hilco’s acquisition of HMV, it strengthens the cooperation with music industry by hosting in-store events such as film screening. All the mentioned-above initiatives are likely to increase the footprint in the physical store. 

[bookmark: _Toc7466474]Technology
[bookmark: _Hlk7382855][bookmark: _Hlk7040933]HMV has been dedicated to the investment in technology products over the years. Since it’s the first shop on London street was founded, HMV has made a wide range of products available to its customers in many formats ranging from sheet music and gramophone in the 1978s to today’s digital downloads. HMV has also invested in vinyl single and albums, cassettes and CDs as well as film and TV. Recently HMV takes in the latest portable technology like headphones (Anon, 2011) and tablets. It is noticed that in the 1980s the advent of compact disc made HMV become a leading retail brand with sales coming from all over the world. In the late 1990s, the development of the DVD format boosted HMV’s sales with HMV reaching to 200 UK stores in 2004 (hmv.com | home of entertainment, 2019).
[bookmark: _Hlk6977057]The music retailer HMV insisted on the combination of traditional retail advantage and new technology with its aim to be No. 1 destination store on the internet. Consequently, HMV launched its first website in 1997 as a tool for promoting (Ferguson, 1999). In1998, it became a transactional site offering the limited catalogs at the beginning. With the growth of online business, it rose to 10.000 catalog titles (Ferguson, 1999). Customers could search for more than one million CD, video and DVD titles. HMV also provided digital download and online shopping for customers on its website. At the same time HMV’s mission is to provide customers with the best selection and committed to the complete buying experience by offering live webcasts and downloads, artist biographies, CD reviews and exclusive interviews. As a result of a series of technologies, HMV.com was named first-ever Music “E-tailer of the Year” in March 2000 by the Canadian industry. At the same year, it received the Retail Technology Award in the large retailer category. Those rewards fully represent the initiative with regards to retail technology (Anon, 2000).
[bookmark: _Toc7466475]Marketing
The Integration of digital service with physical store
After being purchased by Hilco, HMV has been working toward providing the unique online and offline buying experience for its customers. Recently HMV is planning lots of digital services and digital marketing as it positions itself as a multichannel retailer in a bid to prevent the declining Hight Street culture (MULTICHANNEL RETAILING: The frontline, 2010). In terms of physical store, it offers digital version of physical products. In the meanwhile, a click and collect service and in-store Wi-Fi are available to customer, which will contribute to improving the buying experience. Furthermore. Customers can listen to samples by scanning advertisements, posters or record covers. Then they can decide whether to buy or not. As for the part of online, HMV launched a new online platform My HMV that allows customers to share music content with their relatives and friends. Additionally, it also launched a digital music store and free app that allow customers to listen to and download tracks by means of image and sound search technology. Users can pre-order and buy music by using this app and store the music to be played on smart phones. Overall HMV integrates online service with physical store to meet the various requirements of customers.
Vinyl culture
Over the years there appears to have been a sense of nostalgia among the music lovers. Going back to vinyl record will be a big opportunity for HMV to boost its in-store footprint. it has been predicted that this market has the value of GBP3M($4.6m), in 2014 it rose to around GBP26m ($39.7m) (Advantage-marketline-com.ezproxy.uwtsd.ac.uk, 2016). HMV has successfully captured this opportunity to increase its vinyl stock in its stores. Moreover, HMV has launched a vinyl campaign, celebrating this brand as the home of vinyl since 1921. The 30s video HMV made mainly show the history of how to make the vinyl record. The advertisement will be rolled out in cinemas across the UK where there are many HMV shops. HMV is proactive in seeking cooperation with many universities as HMV is aimed to become the driving force behind student vinyl consumption. In 2015 HMV has sold 180.000 vinyl records across 120 stores, an increase of around double compared with 2014 (Murray, 2015). The sales of vinyl records are expected to rapidly increase over the following years. 
[bookmark: _Toc7466476]Limitation 
The Gramophone Company which was the parent company of HMV was one of innovators in the music industry. However, due to a lack of innovation, HMV was nearly on the edge of collapse. Secondly, HMV still focused on the physical media in the context of digital media market at that time. Without reaction quickly to the existing market, HMV lost the marketing share, which allows other big companies such as Apple and Amazon to occupy the market. What is more, HMV failed to take step to face the pressure from price competition. 
[bookmark: _Toc7466477]Conclusion 
This report is concentrated on the analysis of HMV itself, showing where the value is created from three dimensions. For suppliers, EMI was the biggest British record label retail company in the 90s as a reliable and significant supplier to HMV, offering the widest selection of records so that customers can choose whatever they want and like. Following the Hilco’s acquisition of HMV, it further strengthens the cooperation between HMV and music suppliers. As for technology, HMV has been working on the research and development of its products such as vinyl single and albums, cassettes and CDs as well as film and TV and so on. The launch of official website was the significant event in the music retailing industry. In terms of marketing, HMV is proactive in the integration digital service with physical stores, broadening the channels of retailing to attract more customers. What is more important, it has launched a vinyl campaign in which the young are the target, which will develop this trend of comeback of vinyl record as well as boost the footprint in the physical stores.
[bookmark: _Toc7466478]Recommendations 
The revival of vinyl among the music fans will be a big opportunity to HMV. HMV can increase the stock of vinyl and hold some in-store events as well as gigs by famous British artists to bring customers back to the physical store.
HMV can keep an eye on the innovation of product as well as the changing trend in the music market.
Suppliers play a significant role in the value chain, so that HMV should strength the links with them to create the big value.
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